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DEPARTMENT  OF  HEALTH, 
EDUCATION.  AND  WELFARE 

Health  Care  Hnancing  Administration 

Medicare  Program;  Proposed 
Schedule  of  Limits  on  Hospital 
Inpatient  General  Routine  Operating 
Costs  for  Cost  Reporting  Periods 
Beginning  on  or  After  July  1, 1980 

agency:  Health  Care  Financing 
Administration  (HCFA),  HEW. 
action:  Proposed  Notice. 

summary:  This  notice  sets  forth  a 
proposed  schedule  of  limits  on  hospital 
inpatient  general  routine  operating  costs 
that  may  be  reimbursed  under  Medicare 
for  cost  reporting  periods  beginning  on 
or  after  July  1, 1980.  The  notice  explains 
several  proposed  changes  in  our 
methodology  for  computing  the  limits. 

This  is  an  annual  update  of  the 
schedule,  and  would  replace  the  interim 
schedule  published  in  the  Federal 
Register  on  August  9, 1979  (44  FR  46949). 
The  proposed  schedule  of  limits  would 
cover  total  inpatient  general  routine 
operating  cost,  and  would  apply  to  the 
entire  cost  reporting  period  of  a  hospital 
whose  cost  reporting  period  begins  on  or 
after  July  1, 1980.  It  would  not  apply  to 
the  costs  of  special  care  units  or 
ancillary  services,  to  capital-related 
costs,  or  to  the  costs  a  provider 
allocates  to  approved  medical  education 
programs. 

date:  To  assure  consideration, 
comments  should  be  received  by:  June  2, 
1980. 

addresses:  Address  comments  in 
writing  to:  Administrator,  Health  Care 
Financing  Administration,  Department 
of  Health,  Education,  and  Welfare,  P.O. 
Box  17073,  Baltimore,  Md.  21235. 

If  you  prefer,  you  may  deliver  your 
comments  to:  Room  5220,  Switzer 
Building,  330  C  Street,  SW.,  Washington, 
D.C.;  or  to  Room  789,  East  High  Rise 
Building,  6401  Security  Boulevard, 
Baltimore,  Md. 

Please  refer  to  File  Code  BPP-26-PN. 

Agencies  and  organizations  are 
requested  to  submit  comments  in 
duplicate. 

Comments  will  be  available  for  public 
inspection,  beginning  approximately  2 
weeks  after  publication,  in  Room  5220  of 
the  Department’s  offices  at  330  C  Street, 
SW.,  in  Washington,  D.C..  on  Monday 
through  Friday  of  each  week  firom  8:30 
a.m.  to  5:00  p.m.  (202  245-0950). 

FOR  FURTHER  INFORMATION,  CONTACT: 
Carl  Slutter,  (301)  594-9344. 


SUPPLEMENTARY  INFORMATION: 
Background 

Section  1861(v)(l)  of  the  Social 
Security  Act  (42  U.S.C.  1395x(v)(l))  as 
amended  by  section  223  (Limitation  on 
Coverage  of  Costs)  of  Pub.  L  92-603,  the 
Social  Security  Amendments  of  1972, 
authorizes  the  Secretary  to  set 
prospective  limits  on  the  costs  that  are 
reimbursed  under  Medicare.  These 
limits  may  be  applied  to  the  direct  or 
indirect  overall  costs  or  to  costs 
incurred  for  specific  items  or  services 
furnished  by  a  Medicare  provider,  and 
may  be  based  on  estimates  of  the  cost 
necessary  in  the  efficient  delivery  of 
needed  health  services. 

Regulations  implementing  this 
authority  are  set  forth  at  42  CFR  405.460. 
Under  this  authority,  limits  on  hospital 
inpatient  general  routine  service  costs 
were  published  annually  from  1974 
through  1978. 

On  June  1, 1979.  we  published  in  the 
Federal  Register  (44  FR  31806)  a 
schedule  of  limits  on  hospital  inpatient 
general  routine  operating  costs 
applicable  to  cost  reporting  periods 
beginning  on  or  after  July  1, 1979.  In  that 
notice,  we  explained  the  ways  in  which 
the  methodology  used  to  derive  that 
schedule  differed  from  the  methodology 
used  to  derive  previous  schedules. 

On  August  9, 1979,  we  published  an 
interim  schedule  of  limits  that  replaced 
the  June  1  schedule  (44  FR  46949).  The 
methodology  we  used  to  derive  Ae 
interim  schedule  was  exactly  the  same 
as  the  methodology  set  forth  in  the  June 
1  publication  except  that,  in  deriving  the 
interim  schedule,  we  set  the  limits  for 
each  comparison  group  of  hospitals  at 
the  80th  percentile  of  the  group  costs 
rather  than  at  115  percent  of  the  mean  of 
those  costs.  In  the  August  9  notice,  we 
also  specifically  requested  public 
comment  on  the  single  issue  of  whether 
the  limits  should  be  set  at  115  percent  of 
the  group  mean,  at  the  80th  percentile  of 
group  costs,  or  at  some  other  level. 

In  response  to  the  notice  of  August  9, 
1979,  we  received  approximately  125 
comments  from  representatives  of 
national.  State,  and  individual  provider 
organizations.  We  considered  all  of 
those  comments  in  developing  the 
methodology  we  used  to  derive  the 
proposed  schedule  of  limits  set  forth 
below,  on  which  we  are  now  requesting 
public  comment.  We  have  made  several 
further  refinements  in  the  methodology 
used  for  the  August  9, 1979  schedule,  as 
explained  below. 

Summary  of  Proposed  Changes 

The  proposed  new  schedule  would 
provide  for: 


1.  Separate  treatment  of  labor-related 
and  non-labor  components  of  per  diem 
costs. 

In  the  notice  published  on  August  9, 
1979,  we  established,  for  each  hospital 
compmison  group,  a  single  basic  limit 
set  at  the  80th  percentile  of  group  costs. 
Each  hospital’s  individual  limit  was 
computed  by  multiplying  a  constant 
portion  (60.04  percent)  of  the  group  basic 
limit  by  the  wage  index  for  the 
hospital’s  location,  and  adding  the  non¬ 
wage  portion  of  the  group  limit  to  arrive 
at  a  wage-adjusted  limit.  The  cost-of- 
living  adjustment  (for  hospitals  in 
Alaska  and  Hawaii),  covered  days  of 
care  adjustment  (if  applicable)  and  the 
cost  reporting  year  adjustment  (if 
applicable)  were  then  applied  to  the 
hospital’s  wage-adjusted  limit  to 
determine  the  individual  limit  for  the 
particular  hospital. 

In  developing  the  proposed  schedule, 
we  have  used  mean-based  rather  than 
percentile-based  limits,  have  increased 
the  percentage  of  per  diem  costs  subject 
to  adjustment  by  the  wage  index,  and 
also  have  provided  an  adjustment  for 
increased  routine  per  diem  costs 
generated  by  approved  medical 
education  programs.  These  proposed 
changes  are  described  in  items  2, 3  and  4 
below.  In  addition,  we  have  used  a  new 
method  to  compute  the  individual  limits 
for  hospitals  in  each  comparison  group. 

Under  the  proposed  method,  we 
would  obtain  actual  hospital  inpatient 
general  routine  per  diem  operating  cost 
data  for  hospitals  in  each  comparison 
group,  increase  those  data  for  inflation 
and  adjust  the  data  to  remove  the  effect 
of  cost  differences  due  only  to 
differences  in  hospital  levels  of  teaching 
activity.  We  would  then  separate  each 
hospital’s  per  diem  cost  into  labor- 
related  and  non-labor  portions,  and 
divide  the  labor-related  portion  by  the 
wage  index  for  the  hospital’s  location. 
However,  the  non-labor  and  labor- 
adjusted  portions  of  per  diem  cost 
would  not  be  recombined  to  arrive  at  a 
single  basic  limit  for  each  group,  as  was 
done  in  deriving  the  June  1, 1979,  and 
August  9, 1979,  schedules.  Instead, 
separate  group  means  would  be 
computed  for  the  labor-related  and  non¬ 
labor  components  of  per  diem  cost.  Each 
group  mean  would  then  be  multiplied  by 
112  percent.  For  each  group,  the 
resulting  amounts  are  shown  in  Tables  1 
and  U. 

To  arrive  at  an  individual  hospital’s 
limit,  the  labor-related  component  for 
the  group  would  be  multiplied  by  the 
wage  index  for  the  hospital’s  location. 
The  resulting  amount  then  would  be 
added  to  the  non-labor  component  for 
the  group  to  arrive  at  a  labor-adjusted 
limit.  ’This  limit  would  then  be  adjusted 
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by  the  cost-of-living  adjustment  (for 
hospitals  in  Alaska  and  Hawaii), 
education  adjustment,  days-of-care 
adjustment,  and  the  adjustment  for  the 
cost  reporting  year,  as  applicable,  in 
order  to  arrive  at  the  individual  limit  for 
each  hospital. 

We  have  made  this  change  in  our 
methodology  in  order  to  improve  the 
accuracy  with  which  individual 
hospitals’  limits  are  computed.  Under 
our  previous  methodology,  a  constant 
percentage  of  each  hospital’s  per  diem 
cost  was  divided  by  the  wage  index  in 
deriving  each  group  basic  limit.  The 
same  percentage  of  each  group  limit  was 
multiplied  by  the  wage  index  to  arrive  at 
a  wage-adjusted  individual  hospital 
limit.  However,  use  of  a  wage  index 
which  has  an  average  value  of  other 
than  1.0  to  adjust  the  per  diem  cost  data 
will  increase  or  decrease  the  ratio  of 
wages  to  non-wage  costs  in  the  group 
limit.  This  is  avoided  if  separate  means 
are  computed  for  labor-related  and  non¬ 
labor  costs,  and  the  wage  index  is 
applied  to  112  percent  of  the  mean 
labor-related  cost 

2.  Limits  set  at  112  percent  of  the 
mean  labor-related  and  mean  non-labor 
costs  of  each  comparison  group.  The 
majority  of  commenters  on  our  August  9, 
1979,  notice  proposed  that  we  set  the 
limits  at  the  80th  percentile  plus  10 
percent  of  the  group  median  as  was 
done  in  deriving  previous  schedules. 
Other  conunenters  suggested  various 
other  levels  at  which  to  set  the  limit 
e.g.,  at  the  80th  percentile,  at  the  80th 
percentile  plus  20  percent  of  the  group 
median,  at  the  90th  percentile,  at  the 
90th  percentile  plus  10  percent  of  the 
group  median,  at  120  percent  of  the 
group  mean,  or  at  125  percent  of  the 
group  mean. 

As  explained  in  the  August  9  notice, 
we  believe  that  setting  the  limit  at  a 
percentage  of  the  mean  rather  than  at 
the  80th  percentile  or  some  other 
percentile  is  preferable  because  use  of 
percentile-based  limits  implies  that  a 
certain  percentage  of  the  hospitals  in 
each  group  would  be  judged  inefficient, 
even  where  actual  cost  variations  in  the 
group  are  relatively  minor.  Therefore, 
we  decided  not  to  adopt  the  comments 
suggesting  that  we  retium  to  the  use  of 
percentile-based  limits. 

Prior  to  the  interim  cost  limit  schedule 
published  on  August  9, 1979,  in 
establishing  percentile-based  cost  limits, 
we  used  an  explicit  margin  factor  of  10 
percent  of  the  group  me^an  to  account 
for  variations  in  costs  that  our 
classification  system  did  not  recognize. 
Our  exclusion  from  the  interim  limits  of 
capital-related  costs  and  costs  allocated 
to  approved  medical  education 
programs,  together  with  the  direct 


adjustment  of  the  wage  portion  of  the 
group  limits  by  use  of  the  wage  index, 
made  such  an  explicit  margin  factor 
unnecessary.  The  interim  schedule  did, 
however,  reflect  an  implicit  margin  in 
that  the  limits  were  set  at  the  80^ 
percentile  rather  than  the  median  (50th 
percentile)  of  costs  of  the  group. 

Under  our  proposed  limits,  we  have 
increased  the  percentage  of  per  diem 
costs  subject  to  adjustment  by  the  wage 
index  and  also  have  provided  an 
adjustment  for  increased  routine  per 
diem  costs  generated  by  approved 
medical  education  programs.  We  believe 
these  refinements  to  our  methodology 
for  deriving  and  adjusting  the  limits 
significantly  improve  the  precision  with 
which  individual  hospitals’  limits  can  be 
determined,  and  thereby  justify  use  of 
an  implicit  margin  factor  that  is  smaller 
than  the  15  percent  allowance  we  used 
in  establishing  the  mean-based  limits  we 
published  on  Jime  1, 1979.  Despite  these 
refinements,  we  still  believe  that  a 
margin  concept  is  appropriate  to  take 
account  of  any  remaining  variations  in 
costs  not  recognized  under  the 
classification  system  and  limit 
adjustment  me Aodologies*  Therefore, 
we  are  proposing  that  the  limits  be  set  at 
112  percent,  rather  than  at  the  group 
mean.  We  believe  the  12  percent 
allowance  above  mean  costs  is  a 
reasonable  margin  factor  and  that 
adopting  suggestions  to  set  limits  at  a 
higher  percent  of  the  group  mean  would 
defeat  the  purpose  of  limits  by  allowing 
reimbursement  of  costs  due  to 
inefficiency. 

3.  Application  of  the  hospital  wage 
index  to  employee  benefits,  professional 
fees,  costs  of  business  services,  and 
other  miscellaneous  expenses.  In 
developing  the  schedules  published  on 
Jime  1  and  August  9,  we  used  a  hospital 
wage  index  to  account  feur  area  wage 
differences.  We  applied  the  wage  index 
to  the  wage  component  of  each 
hospital’s  per  diem  inpatient  routine 
operating  costs  (estimated  at  60.04 
percent)  based  on  the  national  average 
wage  component  in  the  market  basket 
(see  Table  III).  We  then  added  the 
adjusted  wage  portion  of  cost  to  the 
non-wage  cost  for  each  hospital  to 
obtain  a  wage-adjusted  per  diem  cost 
and  to  calculate  the  group  basic  limit 

To  obtain  a  hospital’s  limit  we 
instructed  intermediaries  to  multiply  the 
wage  portion  of  the  applicable  group 
basic  limit  (60.04  percent)  by  the  wage 
index  for  the  hospital’s  location,  and 
add  the  non-wage  portion  of  the  limit 
These  calculations  were  needed  to 
arrive  at  a  wage-adjusted  limit  for  each 
hopsital. 

In  response  to  previous  notices, 
several  commenters  have  stated  that  the 


wage  index  adjustment  is  inadequate  in 
that  it  applies  only  to  wages,  and  not  to 
other  labor-related  hospital  costs.  In  the 
proposed  schedule,  we  have  provided  an 
adjustment  that  applies  to  five 
categories  of  labor-related  costs:  wages, 
employee  benefits,  professional  fees, 
business  service  costs,  and  other 
miscellaneous  costs. 

For  purposes  of  the  adjustment, 
employee  benefits  include  such  items  as 
FICA  tax,  health  insurance,  life 
insurance,  hospital  contributions  to 
employee  retirement  funds,  and  all  other 
compensation  a  hospital  records  in  the 
’’employee  health  and  welfare”  cost 
center  on  its  Medicare  cost  report.  (The 
Medicare  Provider  Reimbursement 
Manual  (HIM-15),  Chapter  4,  and  the 
instructions  to  the  HCFA  cost  reporting 
forms  describe  the  types  of  costs  that 
are  to  be  recorded  in  that  cost  center.) 
Professional  fees  include  payments  for 
consulting,  auditing,  legal,  and  other 
professional  services  furnished  by 
independent  contractors.  Business 
.  services  costs  include  costs  of  banking, 
contract  laundry,  telephone,  and  other 
services  hospitals  purchase  at  retail 
from  outside  suppliers.  Other 
miscellaneous  costs  include  various 
types  of  routine  operating  costs  not 
allocated  to  any  other  category  of  the 
market  basket  (Table  ID). 

By  including  these  additional 
categories,  we  propose  to  apply  the 
wage  index  to  the  total  portion  of  cost 
(79.53  percent)  attributable  to  wages, 
hinge  benefits,  professional  fees, 
business  service  costs,  and  other 
miscellaneous  expenses,  rather  than  to 
the  wage  portion  (60.04  percent)  only. 

We  are  proposing  this  change  because 
our  analysis  of  the  data  we  used  to 
develop  the  limits  shows  that  area 
variations  in  routine  per  diem  costs  are 
closely  correlated  with  area  variations 
in  prevailing  wage  levels.  We  believe 
that  applying  the  wage  index  to  the 
other  categories  of  labor-related  costs 
specified  above,  rather  than  to  wages 
only,  will  result  in  individual  limits  that 
are  more  appropriate  to  each  hospital’s 
actual  market  environment. 

We  developed  the  current  hospital 
wage  index  from  data  supplied  by  the 
Bureau  of  Labor  Statistics  (BLS).  The 
data  used  are  those  for  the  ’’hospital 
industry”,  a  standard  BLS  reporting 
category.  The  hospital  wage  index  is 
based  on  data  for  the  year  1978,  and  is 
the  latest  available  data.  Data  for  1979 
will  not  be  available  until  late  in  1980. 

To  develop  the  hospital  wage  index 
we  first  computed  the  national  Standard 
Metropolitan  Statistical  Area  (SMSA), 
or  New  England  County  Metropolitan 
Area  (NECMA)  average  hospital  wage. 
We  then  divided  this  average  into  the 
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average  hospital  wage  for  each  SMSA 
(or  NECMA).  The  result  is  expressed  as 
an  index  number,  which  is  used  to 
adjust  the  labor-related  component  For 
non-SMSA  areas,  we  developed  the 
index  by  computing  the  national  non- 
SMSA  average  hospital  wage  and 
dividing  this  average  into  the  average 
hospital  wage  for  all  non-SMSA 
counties  in  a  State.  The  index  then 
applies  to  all  non-SMSA  counties  in  the 
State. 

4.  An  adjustment  to  the  limits  for 
increased  costs  due  to  approved 
medical  education  programs.  In  denying 
the  schedules  published  on  June  1, 
August  9,  and  this  proposed  schedule, 
we  excluded  the  education  program 
costs  that  hospitals  normally  record  in 
the  interns  and  residents  (in  approved 
programs)  and  nursing  school  accounts 
on  their  Medicare  cost  reports.  (The 
Medicare  Provider  Reimbursement 
Manual  (HIM-15),  Chapter  4,  and  the 
instructions  to  the  HCFA  cost  reporting 
forms  describe  the  types  of  costs  that 
are  to  be  recorded  in  those  cost  centers.) 
Thus,  those  education  program  costs 
would  not  be  subject  to  the  proposed 
limits. 

Our  analysis  of  the  data  we  used  to 
derive  the  proposed  limits  shows  that 
even  after  education  program  costs  have 
been  removed,  there  is  a  high  degree  of 
correlation  between  a  hospital’s  level  of 
general  inpatient  routine  operating  costs 
and  the  extent  of  its  teaching  activity. 
Generally,  hospitals  with  approved 
graduate  medical  education  programs 
incur  higher  per  diem  operating  costs 
than  non-teaching  hospitals  of  similar 
bed  size  and  geographic  location. 

Among  teaching  hospitals  of  similar  size 
and  location,  costs  increase  in  direct 
proportion  to  the  munber  of  interns  and 
residents  (in  approved  programs)  the 
hospital  employs  to  furnish  services  to 
its  patients. 

We  believe  these  increases  in  per 
diem  cost  occur  because  the  provision  of 
graduate  medical  education  causes 
increases  in  certain  types  of  costs  that 
are  only  indirectly  related  to  education 
programs.  For  example,  a  hospital  with 
an  approved  medical  education  program 
may  be  required,  for  training  purposes, 
to  maintain  more  detailed  and  complete 
medical  records  than  a  non-teaching 
hospital.  However,  medical  records 
costs  are  not  considered  educational 
expenses,  and,  therefore,  are  not 
excluded  from  the  costs  subject  to 
limitation  imder  the  current  schedule. 

To  prevent  a  disproportionate  number 
of  teaching  hospitals  ^m  being 
adversely  affected  by  the  limits,  we 
have,  in  the  proposed  schedule, 
provided  an  automatic  adjustment  for 
the  costs  generated  by  approved 


medical  education  programs.  Based  on 
the  data  we  used  to  derive  the  proposed 
limits,  we  have  estimated  that  a 
hospital’s  general  inpatient  routine 
operating  costs  may  be  expected  to 
increase  by  a  factor  of  .047  for  each 
increase  of  .1  (above  zero)  in  the  ratio  of 
its  full-time  equivalent  (FTE)  interns  and 
residents  (in  approved  programs)  to  its 
number  of  beds.  In  deriving  the 

roposed  limits,  we  adjusted  each 

ospital’s  routine  per  (hem  cost  to 
account  for  cost  variations  due  only  to 
differences  in  various  hospitals'  levels 
of  teaching  activity.  We  made  this 
adjustment  before  the  wage  index 
adjustment. 

Specifically,  this  adjustment  was 
made  by  dividing  each  hospital’s  intern- 
and-resident  to  bed  ratio  by  .1,  and 
multiplying  the  result  by  the  teaching 
adjustment  factor  (.047).  We  then  added 
1.0  to  the  product  of  that  calculation, 
and  divided  each  hospital’s  routine  per 
diem  operating  cost  by  the  resulting 
amount. 

In  applying  the  limits,  we  propose  to 
increase  each  hospital’s  otherwise 
applicable  limit  by  this  teaching 
adjustment  factor  (.047)  for  each 
increase  of  .1  (above  zero)  in  that  ratio. 

To  obtain  tlds  adjustment,  a  teaching 
hospital  would  not  be  required  to 
identify  explicitly  the  costs  for  which 
the  adjustment  is  being  made.  Instead, 
the  hospital  would  be  required  only  to 
report  to  its  Medicare  intermediary,  30 
days  before  the  beginning  of  each  cost 
reporting  period,  the  total  full-time 
equivalent  (FTE)  interns  and  residents 
(in  approved  programs)  it  will  employ 
on  the  first  day  of  the  period  (For 
purposes  of  this  report,  the  hospital 
would  be  allowed  to  count  only  interns 
and  residents  in  teaching  programs 
approved  under  42  CFR  405.421  who  are 
employed  at  the  hospital.  Interns  and 
residents  in  unapproved  programs  and 
those  who  are  on  the  hospital’s  payroll 
but  furnish  services  at  another  site 
would  not  be  taken  into  account  in 
making  this  adjustment.)  The 
intermediary  would  then  compute  the 
ratio  of  FTE  interns  and  residents  to 
beds,  determine  the  percentage  amoimt 
of  the  adjustment  the  hospital  is  entitled 
to,  and  increase  the  hospital’s  limit  by 
that  percentage. 

Use  of  Market  Basket  Index  and 
Covered  Days  of  Care  Adjustment 

In  deriving  the  limits  published  on 
June  1, 1979,  August  9, 1979,  and 
proposed  limits,  we  used  what  we  call  a 
“market  basket”  of  goods  and  services 
typically  used  by  a  hospital  and  a 
“market  basket  index”  for  adjusting  cost 
data  and  cost  limits  in  accordance  with 
increases  in  the  costs  of  these  goods  and 


services.  The  market  basket  comprises 
the  most  commonly  used  categories  of 
hospital  routine  operating  expenses.  The 
categories  we  used  are  based  on  those 
currently  used  by  the  American  Hospital 
Association  (AHA)  in  its  analysis  of 
costs,  by  the  U.S.  Department  of 
Commerce  in  publishing  price  indexes 
by  industry,  and  by  HCFA  in  its  cost 
reports.  These  categories  are  listed  in 
Table  III  below. 

The  categories  of  expenses  are 
weighted  according  to  the  estimated 
proportion  of  hospital  routine  operating 
costs  attributable  to  each  category. 
These  weights  are  based  on  surveys  by 
the  AHA,  on  the  Department  of 
Commerce’s  input-output  studies,  and 
on  our  analysis  of  Me^care  cost  reports. 
Column  2  of  Table  in  below  specifies 
the  weights  for  each  category. 

Our  next  step  in  developing  the 
market  basket  index  was  to  obtain 
historical  and  projected  rates  of 
increase  in  the  resource  prices  for  each 
category.  The  table,  in  columns  3  and  4, 
specifies  the  price  variables  and  sources 
of  the  forecasts  used  in  this  process. 
Based  on  the  rate  of  increase  for  each 
category  and  the  weights  assigned  to 
each  category,  we  developed  estimates 
of  the  overall  rates  of  increase  in 
hospital  inpatient  general  routine 
operating  expenses  for  periods  after 
June  30. 1979.  The  resulting  rates  of 
increase  are  shown  in  the  description  of 
our  cost  limit  methodology  below  (see 
item  1 — Data).  As  explained  in  that 
item,  the  projected  rate  of  increase  in 
the  market  basket  index  will  be 
adjusted  to  actual  if  the  actual  rate  of 
the  increase  is  more  than  .3  of  1 
percentage  point  above  the  estimated 
rate. 

In  the  cost  limit  schedules  we 
published  on  June  1. 1979,  and  August  9. 
1979,  we  included  a  “covered  days  of 
care”  adjustment  We  have  also 
included  this  adjustment  in  the  proposed 
schedule.  'This  adjustment  increases  the 
otherwise  applicable  limits  for  hospitals 
in  certain  parts  of  the  country  that  have 
shorter  lengths  of  stay  that  are  alleged 
to  result  from  higher  intensity  of  routine 
services.  We  decided  to  continue  to  use 
this  adjustment  in  order  to  prevent  any 
disadvantage  to  hospitals  in  States  with 
below  average  utilization  due  to  more 
intensive  routine  services.  The  States  for 
which  a  covered  days  of  care 
adjustment  will  be  made,  and  the 
adjustment  factors  that  will  be  used,  are 
set  forth  in  Table  V  below. 

These  features  of  our  methodology, 
which  have  been  summarized  here  for 
the  convenience  of  the  reader,  do  not 
represent  changes  from  the  methodology 
we  used  to  derive  the  June  1, 1979,  and 
August  0, 1979  schedules.  For  more 
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detailed  information  on  the  derivation 
and  use  of  the  market  basket  index  and 
covered  days  of  care  adjustment,  the 
reader  should  refer  to  the  notices 
published  on  March  1, 1979  (44  FR 11612) 
and  June  1, 1979  (44  FR  31806). 

Methodology  for  Determining  Per  Diem 
Routine  Operating  Cost  LimiL 

1.  Data.  The  limits  have  been 
determined  by  using  actual  hospital 
inpatient  general  routine  operating  cost 
data  obtained  from  the  latest  Medicare 
cost  reports  available  as  of  July  18, 1979. 
In  determining  the  limits,  we  excluded 
capital-related  costs  and  the  costs 
allocated  to  approved  medical  and 
nursing  education  programs. 

These  cost  report  data  were  projected 
from  the  midpoint  of  the  cost  report 
period  used  in  the  data  collection  to  July 
1, 1979.  The  market  basket  index  data 
were  used  to  project  from  July  1, 1979,  to 
the  midpoint  of  the  Hrst  cost  reporting 
period  to  which  the  limits  will  apply. 

The  percentage  increases  over  the 
previous  year  which  were  used  for  this 
projection  are: 


Percent 

,077 

10.0 

1078 . 

10.0 

IQTft  (Vi  . 

10.5 

■0.3 

••10.1 

“0.8 

■EstimatacI  percentage;  to  be  ac^ted  to  actual  percent¬ 
age  as  soon  as  necessary  data  are  avaiiabla. 

’Based  on  hospital  industry  wages. 


The  projected  rate  of  increase  in  the 
market  basket  index  will  be  adjusted  to 
actual  if  the  actual  rate  of  the  increase  is 
more  than  .3  of  1  percentage  point  above 
the  estimated  rate.  The  actual  rate  of 
increase  will  be  published  in  the  Federal 
Register  and  will  be  used  to  adjust  a 
hospital’s  cost  limit  at  time  of  final 
settlement. 

2.  Adjustment  far  Education  Costs. 
After  each  hospital's  per  diem  routine 
operating  costis  adjusted  for  inflation, 
the  per  diem  cost  is  divided  by  1.0  plus 
the  product  of  the  education  adjustment 
factor  (.047)  and  the  individual 
hospital’s  adjusted  intem-and-resident 
to  bed  ratio.  That  adjusted  ratio  is 
determined  by  dividing  the  number  of 
full-time  equivalent  interns  and 
residents  for  the  cost  reporting  period  to 
which  the  per  diem  cost  applies  by  the 
hospital’s  bed  size  for  that  period  to 
obtain  the  hospital’s  intern-and-resident 
to  bed  ratio,  and  dividing  that  ratio  by 
.1. 

3.  Use  of  Wage  Index  to  Adjust  Cost 
Data.  Each  hospital’s  adjusted  per  diem 
routine  operating  costs  were  then 
divided  into  labor-related  and  non-labor 
portions.  The  labor-related  portion  of 
costs  was  determined  by  using  the  79.53 


percent  factor  from  the  market  basket. 
This  portion  of  per  diem  cost  was 
divided  by  the  wage  index  applicable  to 
the  hospital’s  location  (see  Table  IV)  to 
arrive  at  an  adjusted  labor-related 
portion  of  routine  cost. 

4.  Group  Means.  Separate  means  of 
routine  labor-related  and  non-labor 
operating  costs  were  calculated  for  each 
group  established  in  accordance  with 
the  hospitals’  urban/non-urban  location 
and  bed  size. 

5.  Components  of  Limit.  For  each 
group  the  mean  labor-related  and  mean 
non-labor  costs  were  multiplied  by  112 
percent  (see  Tables  I  and  II.) 

6.  Adjustment  of  Labor-Related 
Component  by  Wage  Index.  To  arrive  at 
a  labor-adjusted  li^t  for  each  hospital, 
the  labor-related  component  for  the 
hospital’s  group  is  multiplied  by  the 
wage  index  developed  i^m  the  wage 
levels  for  hospital  workers  in  the  area  in 
which  the  hospital  is  located.  (See  Table 
rv.)  The  adjusted  limit  which  would 
apply  to  any  hospital  will  be  the  sum  of 
the  non-labor  component,  plus  the 
adjusted  labor-related  component, 
unless  the  hospital  qualifies  for  one  or 
more  of  the  adjustments  described  in 
steps  7,  8,  and  9  below. 

Example — Calculation  of  Adjusted  limit 
for  a  686-bed  Hospital  Located  in  Los 
Angeles,  California. 

Non-Labor  Component — $29.19  (published  in 
Table  I). 

Labor-related  Component — $99.32  (published 
in  Table  I). 

SMSA  Wage  Index — 1.2920  (published  in 
Table  IV  A). 

Computation  of  Adjusted  Limit 
$99.32x1.2920  (Wage  index) =$128.32— 
Adjusted  Labor  Component. 

$128.32  -I-  $29.19 = $157.51 — Adjusted  limit 

The  wage  indices  for  each  SMSA/ 
NECMA  and  for  the  non-SMSA  areas  of 
each  State  are  published  in  Tables  IVA 
and  IVB. 

7.  Adjustment  for  Covered  Days  of 
Care.  If  a  hospital  is  located  in  a  State 
which  is  entitled  to  a  covered  day  of 
care  adjustment  (See  Table  V)  the  limit 
will  be  computed  as  follows.  Determine 
the  adjusted  limit  for  the  hospital  and 
multiply  that  limit  by  the  applicable 
factor  from  Table  V. 

Example — A  hospital  in  California  has  an 
adjusted  limit  of  $157.51.  The  adjustment 
factor  from  Table  V  is  .07015. 

Adjusted  limit  $157.51  X  Adjustment  factor 
.07015 =$11.05. 

$157.51 -I- $11.05=$168.56  which  is  the 
hospital's  limit  after  application  of  the 
covered  days  of  cars  adjustment. 

8.  Education  Cost  Adjustment.  If  a 
hospital  has  a  graduate  medical 
education  program  approved  under  42 
CFR  405.421,  the  hospital’s  limit  as 
computed  under  steps  1-6  will  be 


increased  by  .047  for  each  .1  increase 
(above  zero)  in  the  hospital’s  ratio  of 
full-time  equivalent  (FTE)  interns  and 
residents  (in  approved  programs)  to  its 
bed  size,  llie  hospital  will  report  to  its 
fiscal  intermediary,  30  days  before  the 
start  of  each  cost  reporting  year,  the 
number  of  full-time  equivalent  interns 
and  residents  it  will  employ  on  the  first 
day  of  that  year.  An  adjustment  will  be 
made  at  final  settlement  if,  for  a  cost 
reporting  year,  a  hospital  actually 
employed  more  or  fewer  FTE  interns 
and  residents  than  it  reported  it  would 
employ. 

Example — A.  686-bed  hospital  has  an 
adjusted  limit  of  $157.51.  The  hospital 
employs  77  FTE  interns  and  residents  in 
approved  teaching  programs. 

77 -^686 =.1122  Ratio  of  FTE  Interns  and 
Residents  to  Beds. 

Ratio  .1122 -i- .1=1.122  Adjusted  ratio. 

The  Education  Adjustment  Factor  is  .047. 
Adjusted  limit  $157.51  x  [1  -|-  (education 
adjustment  factor  .047  x  adjusted  ratio 
1.122)]  =  $157.51  X  1.0527  =  $165.81 
Education — adjusted  limit. 

9.  Adjustment  for  Cost  Reporting 
Year.  If  a  hospital  has  a  cost  reporting 
period  beginning  on  or  after  August  1, 
1980,  the  published  limit  will  be  revised 
upward  by  a  factor  of  .8167  percent  for 
each  elapsed  month  between  July  1, 

1980,  and  the  month  in  which  the 
hospital’s  cost  reporting  period  starts. 
This  factor  represents  the  monthly  rate 
that  was  derived  from  the  projected 
annual  increase  in  the  market  basket 
index  and  is  used  to  account  for 
inflation  in  costs  which  will  occur  after 
the  date  on  which  the  limits  become 
effective. 

Example — Hospital  A's  cost  reporting 
period  begins  January  1, 1981. 

The  otherwise  applicable  limit  for  the 
hospital  is  $140. 

Computation  of  Revised  Hospital  Limit 
Individual  Hospital  Adjusted  Limit — $140. 
Plus  Adjustment  for  6-month  period. 

6  X  .8167  percent  =  4.9  percent 
1.049  X  $140  =  $146.86 
Revised  limit  applicable  to  hospital  A  for 
cost  reporting  period  beginning  January  1, 

1981,  $146.86. 

If  a  hospital  uses  a  cost  reporting 
period  which  is  not  12  months  in 
duration,  a  special  calculation  of  the 
adjustment  factor  must  be  made.  This 
results  from  the  fact  that  projections  are 
computed  to  the  midpoint  of  a  cost 
reporting  period  and  the  factor  of  .8167 
percent  is  based  on  an  assumed  12 
month  reporting  period.  For  cost 
reporting  periods  other  than  12  months, 
the  calculation  must  be  done  specifically 
for  the  midpoint  of  the  cost  reporting 
period.  The  hospital’s  intermediary  will 
obtain  this  adjustment  factor  from 
HCFA. 
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TaM*  VI\.—Deriva1ion  of  “Market  Basket”  index  for  Routine  inpatient  Hoapitai  Operating  Cast!— Continued 


Category  o(( 


RoulirM  coat 
weight  tparcent)' 


Forecaster,*  percent  changee 

i»7»-ao 


"Price’*  varieble  ueed 


12.  Apparel  and  taxliiea.. 


13.  Buainase  aervioaa .. 


14.  AN  other  miaoeHaneoue  expensee  * 


1.36  DRI-MM. 


3.87  DRI-MM. 


7.24  ORI-MM. 


Percentage  changee  in  Textile  products  and  apparel  oomponeni  of  producer 
price  irxlex. 

Source:  U.S.  Dept  of  Labor.  Bureau  of  Labor  StaNettes,  "Motdhly  Labor 
Review,”  table  26. 

Percentage  changee  in  services  component  of  consumer  price  index,  ai 
urban. 

Source:  U.S.  Dept  of  Labor,  Bureau  of  Labor  Statistics,  ‘1i4onthly  Labor 
Review,"  table  23. 

Percentage  changee  of  consumer  price  index  for  aN  items,  aN  urban. 

Source:  U.S.  Dept  of  Labor,  Bureau  of  Labor  Statistice,  "Mortihly  Labor 
Review,”  table  23. 


'  Routine  operating  cost  weights  for  1877  were  derived  from  special  studiee  by  the  Health  Care  Financing  Administration  using  primarily  data  from  Via  American  Hospital  Assodation  and 
data  from  HCFA  Medicare  cost  reports.  A  laspeyres  price  index  was  constructed  using  1977  weights  and  “prico"  variables  indicated  in  this  table.  In  calendar  1977  each  "price”  variable  has  an 
index  value  of  100.00.  The  relative  routine  operating  cost  weights  change  each  period  in  accordance  with  "price”  changes  for  each  "prica”  variabla.  Cost  categories  with  relatively  higher  "prico” 
increases  get  ralalivoiy  higher  cost  xroights  and  vice  versa. 

*DRI-CFS-Data  Resources,  Inc.,  Cost  Forecasting  Service,  1750  K  Street,  MW.,  Washington,  D.C.  20006,  (Forecast  CFS  793)  DRI-MM«Data  Resources,  bic..  Macro  Model,  29  HartweN 
Avenue,  Lexington,  Massachusetts  02173,  (Forecast  Control  112179)  HEW-HCFA>:D^  of  Health.  Education,  and  Welfare.  Health  Care  Financing  Administrative.  330  “C  Street  SW.,  Waslv 
ington,  D.C.  20201. 

*Medk;al  professional  fees  are  included  as  pari  of  nonrouNne  costs. 

*This  is  a  residual  category  of  routine  operating  costs  not  included  in  the  13  spedllc  categories  above.  K  consists  primarily  of  misceilaneoue  and  unaNocated  Mema. 


Table  IV  k.—Wage  index  for  Urban  Areas 


Table  IV  k.—Wr^  index  for  Urban  Areas— 
Continued 


Table  IV  h.—Wage  index  for  Urban  Areas— 
Continued 


SMSAwea 

Wage  index 

Abilene,  TX  _ 

.6461 

Akron,  OH _  .  _  _ 

1.0320 

.7842 

1.0334 

1.1020 

1.0370 

1.0503 

1.0690 

.9902 

.9279 

1.2504 

.7905 

.9062 

AWievNIe,  NC . . . .  _.  _  __ 

1.1131 

Aftanta,  GA  . . . . . 

.9283 

AHanlir  rity,  N.I 

1.0029 

1.0763 

Au^.  fx _ _ 

.9090 

Bakersfield.  CA  _ _ _ _ _  _  _ 

1.0756 

1.1347 

.8252 

BatNeCre^  Ml.._ _  _. 

1.2281 

Ray  my,  Ml  . 

1.0451 

.8623 

RiSkiga  MT  " .  . 

.8596 

BilOid^(3ultport  MS_  _ _ 

1.0688 

Bkxihamloit  NY-PA 

.9257 

.9981 

Bismardt  fffi . . 

.9145 

.9596 

.8299 

Boise  df,  ID . .  ™.  _ 

1.0848 

BrocMon4ja(WW^ 

MA-NH  - 

1.1350 

.8447 

1.1190 

flOA? 

.7831 

RixKain,  Ny" . . 

.9071 

.8621 

Canloa  OH _  _ _ 

.9152 

J940 

1  Ofififl 

Charfeston-North  Charleslon,  SC 

1.0184 

1.0340 

.9270 

ChaltMWoga.TN-GA.  _  _ 

.9696 

1.2180 

Cinoiririalt  OH-KY-IN._ . .  . 

1.0009 

Clwkavbe  HopkinsvNIo.  TN-KY 

.0271 

ClaifelMid.  Oi  l _  ~ 

1.1715 

.0160 

Columbia.  MO.~ 

1.2111 

CrWanMa,  im . 

.9938 

6641 

CokanbuaiON  __ 

1.0265 

6116 

DM^asFortWotVtTX - - 

6446 

Davenport-Rock  Mand-MoNne,  lA-H. . . 

Dayton,  OH . . 

Daytona  Beach,  FL . . 

Decatur,  IL . . . 

Denver-Boulder,  CO _ _ _ _ 

Des  Moinea,  lA . . 

Detroit  Ml . . 

Dubuque.  lA . . 

Dukith-Superior,  MN-WI _ 

EauCleire.  Wl _ 

El  Paso.  TX . . 

Elkhart  IN _ 

Eknira,  NY  _ _ _ _ 

Enid.  OK _ _ _ 

Erie,  PA _ _ _ _ 

Eugane-Springflold,  OR . . 

Evansville,  IN-KY _ 

Fargo-Moorhead,  NO-MN„.-»..„ _ _ 

Fayetteville,  NC . . . . . . 

FayettevNIe-Springdale,  AR _ 

Flint  Ml _ _ _ 

Florence,  AL . . . . 

Fort  Collins,  CO. _ _ _ 

Fort  Lauderdale-HoNywood,  FL.......«...««.„.. 

Fort  Myers,  FL . . 

Fort  Smith.  AR-OK . . . . 

Fort  Wayne,  IN._™_™„™_™__™_„„™„ _ 

Fresno,  CA _ _ 

Gadsdsn,  AL . . — 

GamssviHe,  FL . . . . 

GalvestorvTexas  CHy,  TX™...„ _ _ _ _ 

Gary-HarTKnorxi-East  Chicago,  IN _ _ 

Grand  Forks,  NO-MN . . . 

Grand  Rapids,  Ml _ 

C^tFaNs,  MT _ 

(irselsy,  CO _ _ 

Grsen  Bay.  Wl - 

Gresnsboro-Wiristori-Salem-High  Point  NC.. 

(iroonville-Spartanburg.  SC.» _ 

HamNtorvMickNeton,  OH.„„_-__.........„.,„.. 

H«risborg.  PA . . 

Hartford-New  Britain-eriatol,  CT _ 

Horxrlulu,  HI . . . . 

Houstoa  TX . . . . 

Hunlinglon-Ashland,  WV-KY-OH . . 

HuntavNIe,  AL . . . 

kxlianepolis,  IN . . 

loxra  City,  lA . . . . 

Jackson,  Ml . . . . 

Jackson,  MS . . 

Jacksonville,  FI _ _ _ _ _ _ 

JanesvNto  Beloit  Wl  . . . . 

Jersey  CHy,  NJ - - - 

Johneon  CHy-Kingsport-Btistot  TN-VA _ 

Johnstowrt  PA . . . . 

KMamazoo4>ortage.  Ml _ 

Kankakee.  H. _ 

Kansas  CHy.  MO-K8 _ 

Kenosha,  Wl _ 


KNIfen-Temple,  TX _ _ 

KnoxviNe,  TN _ _ _ _ 

Kokonx),  IN . . 

La  Crosse.  Wl _ .; _ _ _ 

Lafayette,  LA . . . . . 

Lafa^e-West  Lafayette,  IN . . . 

Lake  Charles,  LA . . . . 

Lakeland-Winter  Haven.  FL . . . . 

Lancester,  PA . . . . 

Lansing-East  Lansing,  Ml _ _ 

Laredo.  TX . . 

Las  Cruces,  NM _ _ _ 

Las  Vegas,  NV - - - - 

Lawrrerxis.  KS . . . . . . . 

Lawton.  OK _ _ _ _ 

Lswiston-Auburtt  ME  _ _ _ _ _ 

LexirtgtorvFayetle,  KY _ _ _ _ 

Lima,  OH: . . . . . . . — 

Lirxxiln,  NE . - . . 

UtVe  Rock-North  Little  Rock,  AR . . . . 

Long  Branch-Asbury  Park,  NJ . . . . 

Longview,  TX . . . . 

Lorain-Elyria,  OH . . . 

Los  Angeles-Long  Beach,  CA _ _ 

Louisville,  KY-IN . . . . 

Lubbock,  TX _ 

Lynchburg,  VA - - 

Macon,  <3A _ _ 

Madison.  Wl . . . . 

Manchester-Nashua,  NH . . . — 

Mansfield,  OH . . 

McaNervPherr  Edinburg,  TX . . 

MeNxxxne-TitusviHe-Cocoa,  FL - - 

Memphis,  TN-AR-MS . . 

Miami.  FL . . 

Mkflend.  TX _ _ 

Milwaukee.  Wl _ _ _ _ 

Mkwieapolis-St.  Paul,  MN-WI _ _ 

Mobile,  AL . . . 

Modesto,  CA . . . _____ 

Monroe,  LA . 

Montgomery,  AL  _ 

Mundo,  IN . 

Muakegon-Norton  Srxxes-Muaxegon  netgms.  Mi 

Naahville-Oavidson,  TN . 

Nassau-Suffolk.  NY . . 

Now  Bedford-FaN  River,  MA . . 

New  Brunswick-Parth  Amboy-SayroviMe,  NJ___ 

New  Haverr-Waterbury-Meridsit  CT _ 

New  London-Norwich.  CT _ 

Now  Orlaane,  LA . — . . 

New  York.  NY-NJ _ 

Newark.  NJ . . . . 

Nexrport  Nsws-Hamploa  VA . . 

Nortolk-Virginia  Beach-Portsmouttt  VA-NC - 

Northeast  Pennsylvania - 

Odessa,  TX . . . 

Oklahoma  CHy,  OK - 
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Table  IV  k.—Wage  Index  for  Urban  Areas— 
Continued 


SMSA  area  Wage  index 


Omaha.  NE-IA _ .9560 

Orlando.  FL - - .8118 

Owenaboro.  KY _  .7243 

Oxnard-Simi  Vadey-Venkjra,  CA . . 1.4090 

Panama  City,  FI _ -  JI602 

Parl(ersb«jrg.Marie(ta.  WV-OH _ _ ... _ _  .9588 

Paacagoula^iloaa  Point,  MS _  1.1392 

PatarsorvCMtorr-Passaic,  NJ _ .........  1.0864 

Pensacola.  FL _  J1 42 

Peoria.  H _  1.0533 

Peler9t>urg.Cotonial  Herghta-Hopewell,  VA _  .8919 

Phladelphia.  PA-NJ . .  1.1630 

PtX)onix.AZ . 1.0819 

Pine  Blo«,  AR _ .7253 

Pittaborg.  PA . 1.1268 

P«ta8ald.MA _  1.0225 

Pomwxl.  ME _  .9551 

PorHand.  OR-WA - 1.1207 

Poughkeepsie,  NY . 1.2018 

ProMdence4Vaniiick4>awtuckaL  Rl -  1.0066 

Provo-Oram,  UT™ _ .8960 

Pueblo.  CO . 8622 

Racine.  Wl . —  .8256 

RaleigtvOurham,  NC . . 1.0590 

Rapid  aty,  SD . . 1.1310 

Reading.  PA . .9930 

Reno.  NV _ 1.2480 

RichlarxMtoanewtak.  WA . . . . .9665 

Richmond,  VA . .9849 

Riverside-San  Bemardirro-Ontario,  CA . 1.1704 

Roanoke.  VA._ _ 1.1016 

Roohastar,  MN . .9405 

Rochester.  NY _  1.0831 

Rockford.  IL _ _  1.0755 

Sacramento.  CA . 1.2026 

Saginaw.  Ml _ _ 1.1489 

9t  Cloud.  MN _ _  .9108 

St  Joseph,  MO _ _ _ _  SI  06 

St  Louis.  MO-IL _ _ .9776 

•  SMom.OR . 1.0722 

Salnas-Seaside-Monterey,  CA . . . 1S117 

San  Lake  CHyOgdea  UT _  .8525 

San  Angelo,  TX . . . .8063 

San  Antorrio.  TX . 1.0295 

San  tSego,  CA. . 1.1268 

San  Francisco-Oakland,  CA _ .*. _  1.3821 

San  Jose,  CA . 1.3774 

Santa  Barbara-Santa  Maria-Lompoc,  CA. . .  1.0288 

Santa  Cruz,  CA . . 1.0607 

Santa  Rosa,  CA _  1.3227 

Sarasota.  FI _ .8919 

Savannah,  GA _  .9052 

SeaWe-E  veretL  WA _  1 .0068 

Sharman-Oenison,  TX _ _  .7782 

Shraveport  LA _  1.0306 

Sioiar  City.  lA-NE. _ .9232 

Sioux  Falls,  SD _ _  J507 

South  Bond.  IN _ _  .8821 

Spokane.  WA _  1.0589 

Springfield.  II _  1.0571 

Springfield.  MO _ .9473 

Springfield.  OH . . . 9657 

SpringfiekK^hicopee-Holyoke,  MA . ....- . 1.0354 

Sleubenville-Weirton.  OH-WV _  .9834 

StocktoaCA . 1.3009 

Syracuse.  NY _ 1.2822 

Tacoma,  WA . . 1.0409 

TaBahassee.  FL . S504 

Tampa-St  Petersburg,  FL . . 1.0386 

Terra  Haute.  IN . 8619 

Taicarkana-TX-Texarkana.  AR„_„ _  1.0377 

Toledo.  OH-MI . 1.0968 

Topeka  KS - -  1.1352' 

Tranton.  NJ _ _ 1.1306 

Tucson.  AZ _  1J)737 

Tulsa  OK. - -  .9234 

Tuscaloosa  Al _ 1J>316 

Tyler.  TX . J152 

Wica-Romo,  NY . J679 

VaMato-Faimeld-Napa  CA . .  1.5360 

Vineland-Miltvine.Bridgetoa  NJ _  .8381 

Waco.TX . 1.1777 

Washington.  DC-MD-VA . .  1 J764 

Watatioo<:edw  Falto.  lA . S488 

West  Palm  Beach-Boca  Raton.  FL . . S3B5 

Wheeling.  WVOH . J012 

Wichita  KS -  1.0385 

Wiohila  Falto,  TX . . S074 

WWiwnaport  PA _ _  .9180 

IMhnIngtoo.  DE-NJ4I4D . . 1.1978 


Table  IV  K.—Wage  Index  for  Urban  Areas— 
Continued 


SMSAwea 


Wage  index 


Wilmington,  NC . — — ..  .8780 

Worcester^Fitchburg-Leominster,  MA . —  .9525 

Yakima  WA. . .8957 

York.  PA . 9584 

Youngelown-Warren,  OH . 1.0894 


Table  IV  B.—Wage  fndac  for  Rural  Areas 


NonSMSA  area  Wage  index 


Alabama  _ _ _  .9144 

Alaska - -  1.4942 

Arizona _  1.0643 

Arkansas  ,,,,  — . - _ _ _ _  .8203 

Caktomia . - . . .  1.2024 

Cotorado . . — . . . 1.0483 

CormeclicuL - 1.1102 

Delaware _  1.0193 

Florida _  .9796 

Georgia . .9279 

HawM _  1.3793 

Idaho _  .9042 

HSnois'. _ _ ;. _  .8755 

Incfiana _ 1.0010 

Kansas _  .8945 

Kentucky  .8846 

Louisiana _ .8785 

Mikne _ 1.0240 

Maryland- _ _ 1.0410 

Massachusetts  ....... _ ...... _ _  1 . 1 564 

Michigan _ _ _  1.0677 

Minnesota _ _ .7706 

Mwaissippi . . . - .  .6294 

Mtosouri . .9579 

Montana . .9885 

Nebraska . .7967 

Nevada . . 1.0372 

New  Hampshire . 1.0555 

New  Jersey . . . . . 1.0775 

New  Mexico _ _  1.0175 

Now  York . .9876 

North  Carolina . .9667 

North  Dakota . . . - . .  .6823 

Ohio- _ _ 1.0106 

Oklahoma . . .9163 

Oregon _ 1.0651 

Penrwylvania _ _ 1.1269 

Rhode  Island _ 1.6469 

South  Carolina _  .8848 

South  Dakota _ _ .7668 

Terviessee . . . .  '  .8295 

Texas - .8966 

.Utah _ .7969 

Vermont -  1.0206 

Virginia _ _ .9215 

Washington _  1.0130 

West  Virginia _  1.1278 

Wisconsin _ .8949 

Wyoming - - - .  1.0627 


Table  y.— Adjustment  to  Limits  Based  on  Areas 
With  Covered  Days  of  Care  Per  1,000 HI  EnroUeee 
Less  Than  the  Nationed Average  (1977 Data) 


State  or  area 

Adjustment  to 
Iknil  (percent) 

-  4.660 

-  7i)15 

-  1.222 

3.645 

*  360 

-  317 

FWfdn . 

-  2.311 

-  2.739 

r4— «'s  . 

„  13.782 

kMho . 

.  6332 

481 

-  1J07 

_  .279 

Montana-.- _ _  ._.  _.  .„. 

.  3.021 

Nevada . 

..  3.501 

Naw  Hampshire... 

.  2.148 

.  7.549 

North  Carolina.- . . 

.077 

Table  S.-AdjuaHmerrt  to  Limits  Based  on  Areas 
With  Covered  Days  of  Care  Per  1,000  HI  Enrollees 
Less  Than  the  Nation^ Average  (1077 Data)— 
Continued 


State  or  area 

Adjustment  to 
limit  (percent) 

1.287 

11.561 

3.086 

2.847 

17.350 

13.068 

.736 

2.161 

Source:  HCFA,  Office  of  Research.  Demonstrations  and 
Statistics  Current  Utilization  Tabulallona  as  of  December  28, 
1979— Table  AA4A-Tolat  Number  of  BMa  Days  of  Care. 
Amount  of  Coveted  Charges,  and  Rakrrbursement  by  Period 
Ergianee  Inourred  and  Place  of  Restderrce. 

The  published  kmil  would  be  adjusted  by  die  index  so  that 
hospitals  in  States  with  low  uWizalion  par  1J)00  beneficiaries 
would  receive  higher  per  (9em  kmlta 


(Secs.  1102, 1814(b).  1861(vHl}.  1866(a),  and 
1871  of  the  Social  Security  Act;  42  U.S.C. 
1302, 1395f(b),  1395x(v)(l),  1395cc(a),  and 
1395hh.) 

(Catalog  of  Federal  Domestic  Assistance 
Program  No.  13.773,  Medicare — Hospital 
Insurance.) 

Dated:  March  26, 1960. 

Earl  M.  Collier,  Jr., 

Acting  Administrator,  Health  Care  Financing 
Administration. 

Approved:  March  27, 1980. 

Patricia  Roberts  Harris, 

Secretary. 
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